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SUBCHAPTER G—CONTRACT MANAGEMENT 

PART 342—CONTRACT 
ADMINISTRATION 

Subpart 342.7—Indirect Cost Rates 

Sec. 
342.705 Final indirect cost rates. 

Subpart 342.70—Contract Monitoring 

342.7001 Purpose. 
342.7002 Contract monitoring responsibil-

ities. 
342.7003 Withholding of contract payments. 
342.7003–1 Policy. 
342.7003–2 Procedures. 
342.7003–3 Withholding payments. 

Subpart 342.71—Administrative Actions for 
Cost Overruns 

342.7001 Scope of subpart. 
342.7101 Contract administration. 
342.7101–1 General. 
342.7101–2 Procedures. 
342.7102 Contract modifications. 

AUTHORITY: 5 U.S.C. 301; 40 U.S.C. 486(c). 

SOURCE: 66 FR 4252, Jan. 17, 2001, unless 
otherwise noted. 

Subpart 342.7—Indirect Cost Rates 

342.705 Final indirect cost rates. 
The Director, Division of Cost Allo-

cation of the Program Support Center 
within the servicing HHS regional of-
fice has been delegated the authority 
to establish indirect cost rates, re-
search patient care rates, and, as nec-
essary, fringe benefit, computer, and 
other special costing rates for use in 
contracts and grants awarded to State 
and local governments, colleges and 
universities, hospitals, and other non-
profit organizations. 

Subpart 342.70—Contract 
Monitoring 

342.7001 Purpose. 
Contract monitoring is an essential 

element of contract administration and 
the acquisition process. This subpart 
describes the Department’s operating 
concepts regarding contract moni-
toring, performed jointly by the 
project officer and the contracting offi-

cer, to ensure that the required moni-
toring is performed, timely remedial 
action is taken when necessary, and a 
determination is made that contract 
objectives have been met. 

342.7002 Contract monitoring respon-
sibilities. 

(a) Upon execution of the contract, 
the mutual obligations of the Govern-
ment and the contractor are estab-
lished by, and limited to, the written 
stipulations in the contract. Unless au-
thorized by the contracting officer, 
HHS personnel shall not direct or re-
quest the contractor to assume any ob-
ligation or take any actions not spe-
cifically required by the contract. Only 
the contracting officer may impose a 
requirement which will result in a 
change to the contract. All contract 
changes must be directed in writing or 
confirmed in writing by the con-
tracting officer. 

(b) The contracting officer is respon-
sible for assuring compliance with all 
terms of the contract, especially the 
statutory, legal, business, and regu-
latory provisions. Whether or not a 
postaward conference is held, the con-
tracting officer shall inform the con-
tractor by letter (if not already stipu-
lated by contract provisions) of the au-
thorities and responsibilities of the 
Government personnel with whom the 
contractor will be dealing throughout 
the life of the contract. 

(c) The contracting officer must de-
pend on program, technical, and other 
personnel for assistance and advice in 
monitoring the contractor’s perform-
ance, and in other areas of postaward 
administration. The contracting officer 
must assure that responsibilities as-
signed to these personnel are under-
stood and carried out. The individual 
roles and corresponding responsibil-
ities typically involve, but are not lim-
ited to, the following: 

(1) The role of program and technical 
personnel in monitoring the contract 
to assist or advise the contracting offi-
cer (or act as his/her representative 
when so designated by the contracting 
officer) in activities such as: 
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